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NATURAL GAS BILLS TAKING BIG JUMP
Wholesale cost increases boosting monthly bills
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FRANKFORT – Kentucky natural gas consumers should expect bills this fall that are
higher than at the same time last year, the Kentucky Public Service Commission says.

The average monthly bill for customers of Kentucky’s five largest retailers will increase
by about $17 – to $55 - compared to a monthly bill of about $38 a year ago. That figure
is based on a typical residential customer’s average natural gas usage of 5,000 cubic
feet per month from September through November.

“We are really beginning to see the impact of the sustained national run-up in natural
gas prices that began late last winter,” PSC Executive Director Tom Dorman said. “All
the information we have at this time suggests that, for the foreseeable future, wellhead
prices are likely to remain relatively high.”

The fall price forecast is based on the latest round of wholesale cost adjustments filed by
Kentucky’s five major natural gas retailers. The adjustments reflect how much the
retailers are paying for the gas they distribute to their customers.

Wholesale cost represents about three-fourths of the amount that consumers pay for
natural gas. Natural gas retailers are not permitted to earn any profit on wholesale costs,
and may only pass it on to consumers on a dollar-for-dollar basis.

Because the wholesale cost of natural gas is not regulated, it fluctuates with supply and
demand in the national market. Retailers in Kentucky periodically adjust their rates to
reflect increases or decreases in the cost of natural gas. The rate adjustments are
reviewed by the PSC before they can take effect.

The current round of adjustments is in effect for late summer and early fall. Retail rates
will be adjusted again during late fall and early winter. The size and timing of
adjustments vary among natural gas retailers.
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A number of factors could drive prices higher later this year, Dorman said. If cold
weather arrives early, demand would increase and prices could rise, he said.

Another factor likely to increase prices is the fact that, unlike past years, prices did not
decline substantially this summer, Dorman said. That means natural gas that companies
have stored this summer for use in cold weather will be more expensive than last year.

Gas stored in the summer usually helps offset the higher prices companies pay for gas
purchased during the colder months.  The offset will be smaller this winter, setting the
stage for higher heating bills when cold weather arrives and the stored gas is withdrawn
and sold.

“Companies paid between $4 and $6 per thousand cubic feet for the gas they stored this
summer,” Dorman said. “That is about twice what they have paid in recent years.”

But the news this summer has not been all bad, Dorman noted. Mild weather reduced
the amount of gas burned in turbines that generate electricity. Those turbines operate
mostly at times of peak demand created by heavy use of air conditioning, he said.

As a result, natural gas wholesale prices have declined over the course of the summer.
Gas storage reservoirs, which were drawn down in the spring, have been refilled, which
should help stabilize prices in the event of a cold winter, Dorman said.

The PSC is again encouraging consumers to prepare for the heating season by
conserving energy and considering budget billing plans.

“The national natural gas market determines how much Kentuckians pay for natural
gas,” Dorman said. “But Kentuckians themselves can do much to affect the amount
natural gas they use.”

The following chart shows Kentucky’s five major natural gas retailers and the
approximate number of residential customers they serve:

Atmos            160,000
Columbia            82,000
Delta                   34,000
Louisville Gas & Electric        284,000
Union Light, Heat & Power      80,000

   
The following page contains information on energy conservation, budget billing and
weatherization assistance for low-income consumers.
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COPING WITH HIGH NATURAL GAS PRICES

Set the thermostat lower during cold weather. Lowering your thermostat to 68 degrees –
a temperature at which most people are comfortable – will use about 10-15 percent less
gas than if you set the thermostat to 75. Similarly, turning down your water heater (120
degrees is hot enough for nearly all uses) can be a big energy saver.

Weatherization also can bring significant reductions in home heating costs. Some basic
weatherization steps include:
• Use caulk or weather-stripping to seal cracks around windows, doors, pipes and

other points where cold air can enter the home. This step alone can reduce heating
costs by 10 percent or more.

• Add insulation in attics, crawl spaces and walls.
• Cover windows, especially those with single-pane glass, with storm windows or

plastic sheeting before the onset of cold weather.
• Clean or replace furnace filters monthly to improve airflow and efficiency.

One way to identify weatherization needs is to obtain a home energy audit. Many local
utilities offer home energy audits at little or no cost to consumers. These audits can
identify energy-wasting trouble spots and provide information on how to correct the
problems.

Advice on conserving energy, including links to a wide range of information, is available
from the Kentucky Division of Energy, on the Web at:

http://www.energy.ky.gov/doetips.html

Weatherization assistance for low-income families is available in Kentucky. Many local
utilities offer weatherization assistance in conjunction with local social service agencies.
Local social service agencies also offer assistance through a state program
administered by the Kentucky Cabinet for Families and Children.

For information on weatherization assistance, call 502-564-7536, Extension 4235, or go
to:

http://cfc.state.ky.us/help/weatherization.asp

The PSC strongly encourages consumers to consider switching to a budget billing plan,
which averages utility bills over a 12-month period. While it does not reduce the amount
consumers pay for utilities, it offers consumers some relief from high winter utility bills by
providing a predictable monthly payment in place of seasonal fluctuations.

All Kentucky gas and electric utilities regulated by the PSC are required to offer budget
billing plans. Plan regulations and eligibility vary among utilities. Consumers should
contact their natural gas or electric utility for specific information.

For general information about cutting heating costs and utility issues, or for assistance
with resolving consumer disputes with utilities, contact the PSC by calling 800-772-4636
or go to the PSC Web site at:

http://psc.ky.gov


